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INVESTIGATION OF CONTRACT ADMINISTRATION 
IN DETROIT ORDNANCE DISTRICT 





In its continuing study of problems in procurement and of the 
administration of, procurement offices, the subcommittee has con- 
ducted a survey at Detroit Ordnance District. It should be under- 
stood at the beginning that this district office administers all contracts 
performed within its geographical bounds, whether or not the contracts 
were actually let within the area. While the number of contracts 
actually let in other districts to be administered by Detroit is not 
readily ascertainable, this explanation should be kept in mind. The 
bulk, however, are definitely let within the district. 

Using the fiseal year July 1, 1950, to June 30, 1951, as a test period, 
there were during that period somewhere in excess of 8,800 contracts 
actually administered during that year by this district office. At the 
close of the year June 30, 1951, there were still under administration 
5,369 contracts. Of these, 2,895 had a face value of less than $5,000 
and a great many of these were for very small amounts. 

There are, therefore, actually being administered and still incom- 
pleted 2,474 in excess of $5,000. On July 1, 1951, 889 of these were 
delinquent in performance. These contracts were to be performed 
by a total of 275 contractors. As of July 1, 1951, of the total of 889 
delinquent contracts, 75 had actually been defaulted by formal action 
on the part of the district. These 75 contracts were held by 21 differ- 
ent contractors. Of those which had been defaulted, only 53 had 
been relet to date; 32 still remain to be acted on. On those that had 
been defaulted and readvertised, the experience of the district was 
that the total increase in value by reason of the reletting was 34 
percent. Presumably, this extra cost would be assessed against the 
delinquent contractors. However, the matter of reducing the sum 
to a collectible item does not assure a full recovery by the Government 
of this loss. 

Excluding, therefore, from consideration the contracts upon which 
action had been taken as of July 1, 1951, there remained 254 con- 
tractors having 814 contracts which were delinquent in performance 
and upon which no action had been taken either to default the con- 
tractor and relet, or otherwise to extend the contract. During this 
same period, there were approximately one-third of the 2,895 contracts 

nder $5,000 in default. 

The subcommittee is advised by the deputy district chief that of the 
814 delinquencies only 10 percent of those over $5,000 in face value 
had failed to deliver “because of inadequate facilities, material short- 
ages, inadequate finances, etc.’”’ The bulk of the delinquencies are 
described by the administrative officer as being ‘technical delin- 
quencies.”’ The reason assigned by the district office was “unrealistic 


L 
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schedules which were not properly phased in at the time of the issue 
of the contract.”’ 

Just what the full import of this highly technical expression means 
has not been fully disclosed; but accepting the word ‘unrealistic’’ in 
its usual meaning the conclusion is clear that either the contracting - 
officer had not fully appreciated or understood the requirements of { 
the Government in fixing a time for performance and delivery or had 

‘“‘unrealistically”’ fixed a schedule of performance which the contractor 
could not possibly be expected to perform. The result of this practice, 
demonstrated by the few contracts which the district actually has 
defaulted and relet, indicates that the delay in performance or the 
delay in determining rights and obligations under contracts can very 
well result in increased cost to the Government should it be necessary 
to cancel the contracts and obtain a new contractor. 

The subcommittee is impressed! with the large numbers of contracts 
which are being satisfactorily performed; and has in mind the exceed- 
ingly large dollar volume involved in those being administered suc- 
cessfully within the time schedule set in the contracts and where there 
is no problem of material shortages. It must be remembered, how- 
ever, that in this district there are many contracts involving very 
large amounts being performed by vast organizations having a large 
capacity and able to perform multi-million-dollar contracts. As to 
the remainder, however, the subcommittee is impressed with the 
relatively few instances of contract failure attributable to material 
shortages, lack of facilities, and inadequate finances—a picture which 
is reassuring so far as ultimate completion of our commitments for 
material are concerned. 

The subcommittee is concerned that the district should be forced to 
condemn itself for ‘‘unrealistic scheduling’ in the performance of 
nearly 881 contracts. This is a situation which lends itself to correc- 
tion. The exact causes are not explained but certain conclusions 
follow: 

That the contracting officers have not been fully aware of the 
target at which their efforts were to be directed; 

2. Have not fully understood the capacity of the contractors to 
perform and deliver or have been allowed to make excessive demands 


on contractors. \ 
By pointing up this situation it is felt that this deficiency in admin- 

istration can be overcome by better supervision as the organization 4 

becomes geared to its future activities and as its personnel gain more 


experience. But, on the whole, as this analysis has been presented 
the picture is a satisfactory one, with certain unfortunate distortions 
by reason of “unrealistic scheduling.” 

Additionally, the subcommittee recommends that all contracts, 
whether issued within or transferred from without the district, be 
examined by the administrative officer to determine whether the 
scheduling is “unrealistic”? and to report upon the experience of the 
contractor or his ability to meet material, facilities, and financial 
requirements, so that the necessary amendments or changes may be 
made at the inception of the contract rather than to wait until failures 
occur. This is and ought to be an affirmative duty on the part of the 
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administrative officer the moment the contract is placed under 
supervision whether from within or without the district. 
F. Epwarp Hésert, 
Subcommittee Chairman, 
O. C. FIsHer. 
EDWARD DEGRAFFENRIED. 
L. Gary CLEMENTE. 
Wituram J. GREEN, Jr. 
CrypEe Doy .e. 
CuHaries H. Eston. 
Jack Z. ANDERSON. 
Harry L. Tower. 
Wiiuiam E. Hess. 
W. SreruinGc Co.e. 
Approved, July 18, 1951: 
Cart VINSON, 
Chairman, Committee on Armed Servicesi 
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